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Staff Analysis
INCORRECT REDUCTION CLAIM

Statutes of 1975, Chapter 961
West Vdley-Misson Community College Didtrict

Fiscal Year 1995-96

Collective Bargaining

Executive Summary

Background

Exigting law requires the Commisson on State Mandates (Commission) to hear and decide a
clam that the State Controller’ s Office (SCO) has incorrectly reduced payments to loca
agencies or schoal didricts. If the Commission determines that a reimbursement claim was
incorrectly reduced, the Commission’s regulations require the Commission to send its
Statement of Decision to the SCO and request that the costsin the claim that were incorrectly
reduced be reinstated.

This Incorrect Reduction Clam (IRC) was filed on the Collective Bargaining program. The
West Valey-Misson Community College Didrict (Claimant) contends that the SCO
incorrectly reduced its rembursement clams by disallowing the cost for conducting a
reclassfication sudy of sdaries.

The Collective Bargaining Program

In 1975, legidation was enacted requiring public school employers to meet and negotiate
with their employees regarding wages, hours of employment and other terms of employment.
In 1978, the Board of Control, the Commission’s predecessor, determined that this legidation
condtituted a reimbursabl e state mandated program, and adopted Parameters and Guiddlines
for thismandate. Following issuance of the SCO's daiming ingructions, the Claimant
submitted a reimbursement claim for fiscd year 1995-96, including aclam for the cost of
conducting areclassfication study of sdaries. The SCO denied reimbursement for the cost
of conducting this study. The Claimant contends that the SCO incorrectly reduced the
reimbursement clam.

Staff Analysis
Clamants Podtion

The Clamant contends the reimbursement claim was incorrectly reduced because the SCO
rgjected the cost for conducting areclassfication sudy. This activity was properly claimed
because it was included in the Parameters and Guiddines, is a proper subject of the collective
bargaining negotiation process, and iswithin the scope of issues that may be discussed
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during collective bargaining. The Claimant questions the SCO's argument that the Claimant
provided insufficient documentation. The Claimant dates that if the SCO determined thet the
contracted study was indligible for reimbursement without that additiond information, then
the SCO’ s determination is arbitrary. In addition, the Claimant contends the SCO did not
properly exercise its authority when it reduced the claim because it did not audit the claim.
Findly, the Clamant argues that existing law requires the SCO to audit records of Clamants
within two years. It is Claimant’s position that since the SCO did not conduct an audit, the
datute of limitations on the reimbursement claim expired.

State Controller’ s Office Position

The SCO contends that since the district and the union reached an agreement that
classification studies would be conducted as part of the contract, the study was a post-
contract activity, and istherefore indigible for rembursement. In addition, the SCO agrees
that it is required to conduct audits of clamsfor reimbursement. The SCO datesthat it
performed a desk audit of the claim which was properly conducted under the authority of
law. Findly, the SCO arguesthat the Claimant failed to provide adequate documentation to
judify itsdam.

These issues are addressed below.

Issue 1:

Did the SCO have alegal basisfor itsactions, and if so, wasthe SCO’sauthority
properly exercised?

The Claimant asserts that the SCO is required by law to audit clams prior to paying or
reducing the claims, and since the SCO did not audit the Claimant’s claim, its reduction of
the clam wasimproper. The Clamant also contends that because the SCO did not conduct
the audit, the SCO must show itslega basis for reducing the clam.

The SCO dates that it conducted a* desk audit” prior to reducing the clam. The SCO
explansthat it was during this desk audit that it consdered whether payment for an
employee reclassfication study was authorized by statute or the Parameters and Guiddines.

Staff agreesthat the SCO is required to conduct audits of claims prior to paying them. As
gtated by the SCO, it conducted adesk audit of thisclam. Staff finds there is nothingin
datute or legal opinion that defines the scope of the SCO’s audit or the manner in which the
audit may be conducted. Accordingly, staff concludes that the alegations that the SCO did
not perform a proper audit are unsubstantiated. However, this conclusion does not prevent
the Commission from considering, pursuant to subdivision (b) of Government Code section
17551, whether the SCO incorrectly reduced the Claimant’s claim for reimbursement.

I'ssue 2:
Did the SCO exceed the statute of limitations for reimbursng the claim?

The Claimant contends that the SCO did not conduct an audit, and thus, the two-year statute
of limitations imposed upon the SCO to complete the audit has expired. Therefore, the
reduced amount of the claim should be restored.

Staff finds the plain language of statute and case law are clear that the find determination
regarding the amount of reimbursement does not have to be made within the two-year limit.
Therefore, saff finds that because the SCO commenced its desk audit within the two-year
period, it has not exceeded the tatute of limitations.



| ssue 3:

Arethe costsfor thereclassification study digible for reimbursement asa“ pre-
contract” activity?

The Claimant states that reclassification studies are within the issues that may be negotiated
under collective bargaining, and thus, are digible for reimbursemen.

The SCO maintains that the contract Sgned by the union and the Claimant included an
agreement that the reclassification study would be completed, therefore, the study arose from
the contract, and isindigible for rembursement. The SCO reasons thet to accept Claimant’s
position that cogts for the reclassification study are reimbursable would mean that any
contract provision regarding wages and other conditions of employment would aso be
reimbursable.

Staff finds that if areclassfication sudy is conducted as part of the negotiations process and
is necessary to finalize the contract, the study would congtitute a pre-contract activity, and
would be reimbursable. However, in this case, the reclassfication study was performed for
Bargaining Unit Reclassification through June 30, 1996. In other words, the study was used
as the means to reclassify sdaries during the 1992-1996 contract period. Moreover,
performance of the study was required by the collective bargaining agreement, not by the
Rodda Act. Therefore, Saff finds that incluson of the process in the agreement was
discretionary.

Alternatively, if the Commisson agrees with Claimant and if no sdary adjustments were
made during the 1992- 1996 period, the Commission could find that the study was performed
to prepare for negotiations on the 1996- 2000 contract.

I ssue 4:
Wasthe SCO’sreduction of the claim arbitrary and without basisin fact?

The SCO states that the Claimant failed to identify amyriad of factorsin its cdlaim to judtify
the costs for contracted services to substantiate the claim. The Claimant rebuts that the SCO
never requested the Claimant to provide this information prior to reducing the dlam. The
Claimant questions how the SCO could determine that the contracted services costs were
indigible for rembursement if this additiona information was necessary to make a
determination. Therefore, the Claimant asserts that the SCO' s actions were arbitrary and
have no basisin fact.

Despite the SCO’s and Claimant’ s arguments regarding documentation, staff finds the record
includes a digtrict contract that indicates the study was a post-contract activity. Asstated in
the analyss of Issue 3, matters that arise from the contract are not reimbursable. Therefore,
gaff finds that SCO’ s reduction was based on the record provided by the Claimant and, thus,
was not arbitrary.



Conclusion and Staff Recommendation

Option 1

Based on the foregoing analyss, saff finds that the SCO did not incorrectly reduce the
reimbursement claims because:

The SCO isrequired, both under the Congtitution and statute to conduct audits of
clams prior to paying them. The SCO dates that following these condtitutiond and
dtatutory requirements, it conducted a desk audit of the clam. Therefore, the SCO
has shown alega bassfor its reduction of the clam. Since an audit was conducted,
the SCO’ s authority was properly exercised.

The plain language of datute and case law are clear that the SCO must commence
rather than compl eteits audit within the two-year statute after receipt of a
reimbursement claim for reimbursement. Therefore, the SCO did not exceed the
datute of limitations for rembursing the dlam.

The reclassfication study was performed for Bargaining Unit Reclassfication

through June 30, 1996. In other words, the study was used as the meansto reclassify
sdaries during the 1992-1996 contract period. Moreover, performance of the study
was required by the collective bargaining agreement, not by the Rodda Act. Thus,
inclusion of the process in the agreement was discretionary.

The action by the SCO to reduce this claim is not arbitrary. The SCO based its
decision on adesk audit and on the documentation provided by the Clamant. The
SCO correctly determined that costs for the reclassfication sudy were not digible for
reimbursement.

Option 2

Alterndivdy, if the Commission agrees with Clamant, and if no adjusments were made
during the 1992-1996 period, the Commission could find that the reclassfication sudy was
performed to prepare for negotiations during the 1996-2000 contract period. If the
Commission makes this finding, then the Commission would find that the reimbursement
clam wasincorrectly reduced. Section 1185.1 of the Commission’s regulations requires the
Commission to send the Statement of Decision to the SCO and request that the cogtsin the
clam be reingtated.

Staff recommends that the Commission adopt Option 1 to deny thisIRC.



Chronology
10-22-80 Parameters and Guidelines adopted by Board of Control
7-22-93 Parameters and Guidelines amended by Commission

10-96 State Contraller’ s Office issued Revised Claming Ingtructions
11-26-96 West Valey-Misson Community College Didrict (Clamant) filed reimbursement
dams

6-18-98 State Controller’ s Office notified Clamant of reduction in clam
7-14-98 Clamant requested State Controller’ s Office to explain reduction
7-22-99 Claimant filed Incorrect Reduction Claim (IRC)
8-27-99 Department of Finance submitted comments on IRC
11-8-99 State Controller’ s Office submitted comments on IRC
12-15-99 Claimant submitted rebuttal comments

Draft Staff Andyssissued

Background

Government Code 17561, subdivision (b), authorizes the SCO to audit the damsfiled by
loca agencies and school didtricts and to reduce any claim that the SCO determinesis
excessive or unreasonable.

Government Code section 17551, subdivision (b), requires the Commission to hear and
decide a clam that the State Controller’ s Office (SCO) has incorrectly reduced payments to
theloca agency or school didtrict. That section gates the following:

“(b) The Commission, pursuant to the provisons of this chapter, shall hear
and decide upon aclam by aloca agency or school didtrict filed on or after
January 1, 1985, that the Controller has incorrectly reduced paymentsto the
local agency or school didtrict pursuant to paragraph (2) of subdivison (b) of
Section 17561.”

If the Commission determines that a reimbursement claim has been incorrectly reduced,
section 1185.1 of the Commission’ s regulations require the Commission to send its
Statement of Decision to the SCO and request that the costs in the claim that were incorrectly
reduced be reinstated.

The Wegt Vdley-Misson Community College Didtrict (Claimant) filed an Incorrect
Reduction Claim (IRC) on the Collective Bargaining program for the 1995-96 fiscd year in
the amount of $31,236.

The Collective Bar gaining Program

The Legidature enacted the Rodda Act in 1975* requiring public school employers to meet
and negotiate with their employees on matters of wages, hours of employment, and other
terms of employment. The Rodda Act aso created the Public Employment Relations Board
(PERB) to adjudicate disputes between public employers and their employees.

! Statutes of 1975, Chapter 961.



In 1978, the Commission’ s predecessor, the Board of Control, determined that the Test Claim
legidation (Rodda Act) condtituted a reimbursable state mandated program.

Section G1-G6 of the 1993 Parameters and Guiddines? lists the reimbursable activities under
the Rodda Act, including:

Representation of the public school employer at PERB hearings to determine
bargaining units and the exclusive representative.

Participation of the employer in the negotiations process, impasse proceedings, such
as mediation and arbitration; disputes adjudicated by PERB; and apped of PERB
decisons.
Participation in afact-finding pand, including specid costsincurred for the
development of unique data required by the panel, and publication of the results of
fact-finding.
The Parameters and Guiddines dlowed costs for hiring outside contractors to complete the
negotiation process, including contracted cogts for:

Participation in negotiations and the negotiation planning process.
Impasse proceedings, such as mediation and arbitration sessions.
Adjudication of contract disputes.

The SCO issued the daiming indructions for this mandate, which included reimbursement
for contracted services for representation and participation in the above activities. The
Claiming Ingtructions provided that contracting costs are reimbursable to the extent that they
are judtified and that the function to be performed requires specid skill or knowledge not
reedily available from the Clamant’s Saff, or the serviceis codt effective?

The Claimant contracted with Marlys Grodt & Associates to conduct a reclassification study
of dl office and technicd pogtions. The Claimant submitted a reimbursement claim for
collective bargaining cogtsincurred in fiscd year 1995-96, including the contracted cogts for
the reclassification study. The SCO denied reimbursement for the reclassification study
because the costs were not mandated by the state. The Claimant contends that the SCO
incorrectly reduced the reimbursement dam.

STAFF ANALYSIS

Claimant’s Pogtion

The Claimant contends the reimbursement claim was incorrectly reduced because:
Government Code section 17558.5 requires the SCO to audit records of Claimants

within two years. Since no audit was conducted by the SCO, the statute of limitations
on the reimbursement claim expired.

Since the SCO indicated that the Claimant failed to identify amyriad of factorsin its
clam to judtify the costs for contracted services, the Clamant questions how the SCO
could determine that the contracted services costs were indigible for rembursement

if this additiona information was necessary to make a determination. The Claimant
assarts that the SCO’ s actions were arbitrary and have no basisin law.

2 The Parameters and Guidelines relevant at the time the Claimant filed its 1995-96 claims.
 Exhibit A, IRC, (Claiming Instructions), at Batespage .
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The SCO enforced the claim reductions without benefit of statute or regulation, and
therefore, has the burden of proof to show alega bass for the reduction of the claim.*

The Claimant hired a consultant as part of collective bargaining negotiations. These
activities were properly claimed because they were included in the Parameters and
Guiddines. The Test Clam legidation sates that:

“*meeting and negoatiating’ means meeting, conferring, negotiating, and discussing by
the exclusive representative and the public school employer in agood faith effort to
reach agreement on matters within the scope of representation and the execution, if
requested by either party, of awritten document incorporating any agreements
reached, which document shall, when accepted by the exclusive representative and
the public school employer, become binding upon both parties. . .”

Since the reclassfication study is a proper subject of negotiations and within the
scope of representation, the Claimant’ s time and costs to negotiate the sudy and its
results are reimbursable. The Claimant cites CSEA v. Butte Community College
Didtrict, where PERB hdld that reclassification studies are within the scope of
representation.®

The SCO did not properly exercise its authority when it reduced the claim.
Government Code section 17561(d) requires the SCO to audit and pay clams. The
SCO reduced the claim without conducting an audit to verify costs prior to
determining that costs were unreasonable or excessive’

State Controller’ s Office Position

The SCO mantains that the Claimant is not entitled to reimbursement for the contracted
cogsfor the reclassfication study, based on the following:?

The SCO has condtitutiona authority to audit al disbursements from the state
Treasury, including review of the reasonableness of such disbursements? In addition,
Government Code section 17561 provides the SCO with the authority to reduce
clamsthat the SCO finds excessive or unreasonable. Therefore, in the process of
conducting a desk audit of the Clamant’s clam, the SCO considered whether
payment for an employee reclassification sudy was authorized by statute or the
Parameters and Guidelines.

The Parameters and Guiddines state that contract services will be rembursed for the
negotiations process. While contracted services are reimbursable, they must be the
typesthat are identified in each related section. The SCO found that there is no
gpecific language in ether the statute or the Parameters and Guidelines that alows
reimbursement for a reclassification study.

The SCO'sreview of the Claimant’ s supporting documentation shows that the
reclassfication study was a result of the collective bargaining negotiations.©

4 Exhibit A, IRC at Bates page 00.

® Government Code section 3540.1, subdivision (h).

¢ Exhibit D, Claimant’ s rebuttal letter dated December 15, 1999.

" Exhibit A, IRC, at Bates page 00.

8 Exhibit B, Comments submitted by the SCO, dated November 8, 1999.
® 71 Ops.Cal Atty.Gen. 275.

10 See Exhibit A of the SCO’'s comments, at Bates page
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Documents show that the district and the union reached an agreement that
classification sudies would be conducted over aperiod of years.* Thus, in
accordance with the agreement, the Claimant hired the consultant to conduct the
reclassfication study.

The Claimant failed to specify the sections of the Parameters and Guiddines under
which the contracted services were utilized, and faled to provide information such as
(1) during what stage of the negotiation process the reclassification study was
consdered; (2) by which parties; and (3) how the information gethered from the
consultant would be discussed or implemented.

The reclassification study was aresult of the negotiated contract, and related costs
cannot be attached to the mandate issue of the process of negotiating a contract.

Department of Finance' s Position

The Department of Finance (DOF) stated that it is not directly involved with the process
and/or payment of reimbursement claims filed with the SCO, and therefore, it takes no
position on this IRC.*?

These issues are addressed below.
| ssue 1:

Did the SCO have a legal basisfor itsactions, and if so, wasthe SCO’sauthority
properly exercised?

The Claimant asserts that the SCO is required by law to audit clams prior to paying or
reducing the claims, and since the SCO did not audit the Claimant’s claim, its reduction of
the dam wasimproper. The Clamant aso contends that because the SCO did not conduct
the audit, the SCO must show itslegd basis for reducing the clam.

Citing Satute and a 1988 Attorney Generd’s Opinion asits legd authority,** the SCO
maintains that it has the congtitutiond authority to audit al disbursements from the State
Treasury. The SCO assertsthat it conducted a“desk audit” prior to reducing the clam. The
SCO explains that it was during this desk audit that it considered whether payment for an
employee reclassification study was authorized by statute or the Parameters and Guidelines.

Staff agreesthat the SCO is required to conduct audits of clams prior to paying them.
Exidting law defines an audit as the examination of aclam or expenditure to determine
whether the claim is correct and proper.* The extent of any audit depends upon the
individuad circumstances as well aslegd requirements and gpplicable professond
standards.’* The SCO dates that it conducted a desk audit of the claim. Thereisnothingin
this section nor in the Attorney Generd’s Opinion that defines the scope of the SCO's audit
or the manner in which the audit may be conducted.

1 See Exhibits B and C of the SCO’s comments, at Bates page .

12 Exhibit C, DOF letter dated August 27, 1999.

1371 Ops.Cadl . Atty.Gen 275.

* Government Code section 925.6, subdivision (a), provides: “The Controller shall not draw hisor her warrant
for any claim until it has been audited by him or her in conformity with law and the general rules and
regulations adopted by the board, governing the presentation and audit of claims. Whenever the Controller is
directed by law to draw hisor her warrant for any purpose, the direction is subject to this section.”

'* Government Code section 925.6.

1671 Ops.Cal.Atty.Gen. 275, at p. 276.



Accordingly, saff concludes that the alegations that the SCO did not perform a proper audit
are not substantiated. However, this conclusion does not prevent the Commission from
congdering, pursuant to subdivison (b) of Government Code section 17551, whether the
SCO incorrectly reduced the Claimant’ s reimbursement claim.

I ssue 2:
Did the SCO exceed the statute of limitationsfor reimbursing the claim?

The Claimant contends that the SCO did not conduct an audit, the Satute of limitations
imposed upon the SCO to complete the audit has expired, and therefore, the reduced amount
of the dlam should be restored. Under Government Code section 17558.5, the SCO has two
years after the end of the calendar year in which the clam was filed to conduct an audit.
Section 17558.5 dtates:

“(a@ A reimbursement claim for actud cogts filed by aloca agency

or school digtrict pursuant to this chapter is subject to audit by the Controller
no later than two years after the end of the calendar year in which the
reimbursement clam isfiled or last anended. However, if no funds are
appropriated for the program for the fiscal year for which the daim is made,
the time for the Controller to initiate an audit shal commence to run from the
date of initid payment of the daim.

(b) The Controller shal notify the daimant in writing within 30 days after
issuance of aremittance advise of any adjustment to a cdlam for rembursement
that results from an audit or review.

(©) Nothing in this section shdl be construed to limit the adjusment of
payments when inaccuracies are determined to be the result of the intent to
defraud, or when adday in the completion of an audit isthe result of willful
acts by the damant or inahility to reach agreement on terms of find
Settlement.

(d) This section shal become operative on July 1, 1996.”

Thereis currently a dispute between claimants and the SCO regarding the two-year period to
conduct audits. Locd agencies and school districts contend that the SCO must compl ete the
audit within the two-year time frame. The SCO maintainsthat it must commence the audit
within the two-year time frame.

The Cdifornia Supreme Court recently andyzed a smilar reimbursement statute for Medi-
Cd damsin Robert F. Kennedy Medical Center v. Belshe.*” The court found the audit
period established by the statute does not require that the final determination of the state's
reimbursement liability be made within the statutory time period. Based on the plain
language of the statute and case law, Saff finds that the final determination regarding the
amount of reimbursement does not have to be made within the two-year limit. Therefore,
gtaff concludes that the SCO has not exceeded the statute of limitations for rembursing the
dam.

Issue 3:

Arethe costsfor thereclassification study digible for reimbursement asa“ pre-
contract” activity?

17 (1996) 13 Cal .4th 748. See Exhibit E.
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The Rodda Act requires public school employers to meet and negatiate in good faith with
employees regarding matters within the scope of representation. The Rodda Act defines
“scope of representation” as matters relating to wages, hours of employment, and other terms
and conditions of employment. The Clamant Sates that reclassification sudies are within

the scope of representation, and cites a PERB decisiont® determining that classfication
sudies are within this scope. Therefore, Clamant concludes, regardiess of whether
reclassfication studies are specificaly included in the Parameters and Guiddines, such

studies address matters of wages and conditions of employment, and are a proper subject of
negotiation, and thus, are digible for reimbursement.

The SCO argues that only cogts incurred during the process of negotiating the contract are
rembursable. The SCO maintains that the contract sgned by the union and the Claimant
included an agreement that the reclassification study would be completed over a period of
severd years. The SCO notesthat the district contracted with Marlys Grodt & Associatesto
conduct the reclassification study after the agreement was negotiated. Thus, the SCO
maintains that the reclassification study condtituted a post-contract activity. The SCO
reasons that to accept Claimant’ s rationale would mean that any provision regarding wages
and conditions of employment would be rembursable.

The Claimant explains that negotiation for areclassfication sudy is comparable to
negotiaion of pay increases. The Claimant acknowledges that the negotiation of a pay
increase is a pre-contract activity and is reimbursable while the cogt of implementing those
pay increasesis apart of the actua contract and is not reimbursable. However, the Claimant
contends that, in the case of reclassification Sudies, if areclassfication sudy is prepared for
negotiations, either for current or future contract negotiations, such studies are required to
complete the negotiation process and are reimbursable.®

If areclassfication study is conducted as part of the negotiations process, and is necessary
to finalize the next contract, the study would congtitute pre-contract activities, and would be
relmbursable. However, in this case the reclassification study was performed for Bargaining
Unit Reclassification through June 30, 1996. In other words, the sudy was used asthe
means to reclassfy saaries during the 1992-1996 contract period. That contract establishes
the following process for reclassfying the sdaries of various postions?®

Both the union and didtrict recognize that reclassification and redignment
(appropriate sdary for appropriate position) are important, and that no comprehensive
study has been conducted since 1985.

Over the next four years, ending June 30, 1996, al classfications or job familiesin
the Digrict’'s Basic Units shdl be reviewed and studied to determine the gppropriate
classfication, sdlary schedule, and genera compensation considerations.

A Redassfication Committee shdl be formed, conssting of two members of the
Basic Units (chosen by the union); a union field representative; two didtrict
representatives (chosen by the Director of Human Resources); and the Director of
Human Resources.

'8 CSEA v. Butte Community College District (1998) 23 PERC 30000.

19 Despite the SCO’ s and Claimant’ s arguments regarding documentation, the record includes a district contract
that includes the study as a post-contract activity.

2 Exhibit B, Attachments to SCO letter dated November 8, 1999.
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The Committee shal review and make recommendations regarding reclassification of
jobsin the Basic Unitsto the school digtrict board of trustees. The contract sets
timeinesfor prioritizing which jobs will be studied firgt, and for completion of the
review.

The parties agree that these procedures shdl be the exclusive procedures for
Bargaining Unit reclassfication through June 30, 1996.

The reclassfication sudy was performed for Bargaining Unit Reclassification through June
30, 1996. Moreover, performance of the study was required by the collective bargaining
agreement, not by the Rodda Act. Therefore, Saff finds that inclusion of the processin the
agreement was discretionary.

Alternativey, if the Commission agrees with Clamant, and if no adjustments were made
during the 1992- 1996 period, the Commission could find that the study was performed to
prepare for negotiations on the 1996- 2000 contract.

I ssue 4:
Wasthe SCO’sreduction of the claim arbitrary and without basisin fact?

The SCO dates that the Clamant failed to identify a“myriad of factors’ initsclamto

judtify the cogts for contracted services, including (1) during what stage of the negotiation
process the consultant services were considered; (2) by which parties; (3) how the
information gathered from the consultant would be discussed or implemented; (4) and other
factors that would substantiate the clam.? The Claimant rebuts that the SCO never requested
the Clamant to provide this information prior to reducing the dlam. The Claimant questions
how the SCO could determine that the contracted services costs were indigible for
reimbursement if this additiona information was necessary to make a determination.
Therefore, the Claimant asserts that the SCO’ s actions were arbitrary and have no basisin
law.?

The Parameters and Guidelines allow for reimbursement of contracted services for the
collective bargaining negotiations process. The SCO’s claiming ingtructions detail how to
file daims for these cogts, including a specification that contracted services must be judtified
by the Clamant. The SCO contends that the onus for providing sufficient documentation to
ensure that dams are digible for rembursement is on the Clamant. It isnot the
respongbility of the SCO to seek additiona information until the claim can be judtified.

Despite the SCO’ s and Claimant’ s arguments regarding documentation, the record includes a
digtrict contract that includes the study as a post-contract activity. As stated in the analys's of
Issue 3, cogts that arise from the contract, itsdf, are not rembursable. Therefore, staff finds
that this SCO’ s reduction of Claimant’s claim was based on the record provided by the
Claimant and, thus, was not arbitrary.

Conclusion and Staff Recommendation

Option 1

Based on the foregoing andysis, staff finds that the SCO did not incorrectly reduce the
reimbursement claims because:

2 Exhibit B, SCO comments, dated November 8, 1999, at Batespage .
2 Exhibit D, Claimant’ s rebuttal comments dated December 15, 1999, at Batespage .
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The SCO isrequired, both under the Congtitution and statute to conduct audits of
clams prior to paying them. The SCO dates that following these condtitutional and
gtatutory requirements, it conducted a desk audit of the clam. Therefore, the SCO
has shown alega bassfor its reduction of the clam. Since an audit was conducted,
the SCO’ s authority was properly exercised.

The plain language of statute and case law are clear that the SCO must commence
rather than compl eteits audit within the two-year statute after receipt of a
reimbursement claim for reimbursement. Therefore, the SCO did not exceed the
datute of limitations for remburang the daim.

The reclassification study was performed for Bargaining Unit Reclassification

through June 30, 1996. In other words, the study was used as the means to reclassify
sdaries during the 1992-1996 contract period. Moreover, performance of the study
was required by the collective bargaining agreement, not by the Rodda Act. Thus,
inclusion of the process in the agreement was discretionary.

The action by the SCO to reduce this claim is not arbitrary. The SCO based its
decision on adesk audit and on the documentation provided by the Claimant. The
SCO correctly determined that costs for the reclassification study were not digible for
reimbursement.

Option 2

Alternativey, if the Commission agrees with Clamant, and if no adjustments were made
during the 1992-1996 period, the Commission could find that the reclassfication sudy was
performed to prepare for negotiations during the 1996-2000 contract period. If the
Commission makes this finding, then the Commission would find that the reimbursement
clam wasincorrectly reduced. Section 1185.1 of the Commission’s regulations requires the
Commission to send the Statement of Decision to the SCO and request that the cogtsin the
clam be reingtated.

Staff recommends that the Commission adopt Option 1 to deny this IRC.

Back to “For Public Comment”

13


http://www.csm.ca.gov/html/4pcomment.htm

